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As you know, the Cable Television COI1l;llmAr Protection Act of
1992 is designed to protect consumers agaioAt monopolistic
pricing by cable operators, I am writing 1·(, underscore my view
that the Cable Act givee the COlmni5sion t".hc" authority to lower
cable rates to competitive, market levels. In nddition, T want
to urge you to take action to counteract I d fm"ts by some in the
cable industry who are trying to circumvent the new law even
before the Commission' 5 implementing regu Irll. j ems art.~ oj n. place.

The Cable Act was passed because ConcjrF'Jss r.oncluded that
cable operators were using their monopoly power to charge rates
that. greatly exceeded competitive levelfS. 'f'he Gc:ncral Accounting
Office found that since deregulation at Lhi~ end of ) 986, rat.e
increases in the cable industry had trip.lnd the rate of
inflation. The Consumer Federation ot Am•.ll·'C':i1 found i..hat c;al>lt;!
operators were overcharging consumers by .J:. muct) $6 bi llion
annually. A Cnnl!'umQrs' Research study tOll nd thii t t:he per-channel
rate for cable service is one-t.hird lower ill Lhp. tew areas around
the country that benefit from cable COmpp.l it.iOTl" hnd a staff
study by the Department of Just.icc found t kit. cablQ' F; mrtrkp.'t
power accounted for up to 50% of the rate 1nCreaSp.s imposed since
deregulation.

The clear mandate of the 1992 Cable Act is that consumers
should be protected against cable rates tt"lilt e;.,ceed competitive
levels. The FCC must eliminate the monopo.ly component of the
rates charged by cable operators. As th(:; Commission moves toward
adopting regu14tione to implement that: ma nd;H ("'I, T wi sh to
underscore four concerns,

I:'i.rst, I want: to maktt iL clear that Iht~ 19!)2 Cable Act gives
the Commission clear authority to roll hi-ic!e rates tll competitive
levels, Section 623(b)(1) of the Act makns it clear that the
Commission's regulations must ensure that "onsumers dO not:. pay
more for cable than they would otherwise PdY if theIr "cable
systQm were F3l1hjA~t to Qffective competit inn. " In othe:J:.· word~, ~ \
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monopoly pricing by cable operators must i;top. Cable operat.ors
are entitled to earn reasonable profits. 'l'hp. ]992 Cab.le Act now
prohibi ts thorn from earninq monopoly prnf i I!; .

Rates for cable programming servic~ ""Pore illready too high
when Congress passed the Cabl~ ~<':L la::;L fill!. commenta filed to
the Commission by both consumer groups and 10cul government
officials suggest that current cable raL~~ ~xceF!d competitive
levels by approximately 30%. These numtJors a n~ consistent. with
evidence which served as the basis for thl' 1992 Act:. I f the
Comrniss;nn ciAt.A'r.'mines that current cable (ates do exceed
competitive levels, it has an obligati.on 10 develop;.) rate
regulation formula which will result in ("()nsumf~rs payj ng market
prices for cable service.

Second} this obligation to ensure COIIIP(!L.i t.i ve market r.ates
covers both basic cable service and hjgher tiers of cable
proqramming service. In anticipation of IHqislation, many cable
operators moved popular cable channels 01 f Ihe basic tier onto
more expensive tiers of service in an eft(lr.t t.(l avoid regulation
of those channels. Congress responded hy qranting the Commission
authority to prevcmt. cable operators from ('har91 ng t,Jnrp.Ason;)ble
rates for these higher tiers of service. In addition, section
623(h) of the Act explicitly instructs ttl'" Commission to "prevent
evasions" o~ the Act, "including eVa:slU!H'; tlldt ce:'iult: from
retiering ... " . The Conference Report t.O l tH' Act f:lxpref>sed
concern that "retiering may result in t.tw c'vas.i.on of the
Commission' 5 regulations to enforce the b i 1.1. 'l'he con!erees
expect the Commission to adopt procedures I'n protect consumers
from bQing harm@d by any I;llr.h AV.,l'l; i nn~ ..,

In short, Congress devised a struct;,\II"e designed to prevent
cable operator::s from moving popular ca hlo pr·og l:um channel£': onto
higher tiers of service in order to char~!< ~ gUpE~r-compet.itiva
prices for those channels. Once again, t.lle Commissi.on's
obliqation is clear. It must develop a 1(H.'mula -- and, in t.his
instance, a rate complaint procedure -- t.lli1\ I"flSUJ ts in consumers
paying competi tive, market prices for cab II"" proqrammi.nq services.

Third, a number of cable operators tHIVf! imposed signi ficant
rate hikee upon their eubscribera during t he' tranF;.t t ion p'=lrJod
between Congressional enactment of the nl~W lilW and adoption of
the FCC regulations implementing the Act. I am very concerned
that these rate increases const.i t.ute an tll tr~mpl~ t.o evuue Lh€.: Act.

For example, in my state of Ohio, th,· Miami Valley Cable
Council reports that many basic cable suhscribArs in the Dayton
area were hit with a 21.3% rate increase by COJ)t.inent.al
Cablaviaion after passaqQ of the 199? r..,h I (~ )),(:1:" The Citi zens
Committee on Cable Television has reportf~li \ hat. Continenta 1 will
impose a 20% rate increase on basic cabl(~ fillhsc:ribers in
Ci.rclevi.ll~, Ohio. Bot.h these rate inCl~<:(j::;t"'e ure dup. to go into
effect on April I, 1993, the- same day t.hf~ Cnmmi.5sion is expected
to announce its final rules on rate regll1rlt.ion. Moreover,
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Continental Cablevision has told its COn51lffip.rs that the increases
are necessary "to fulfill the expectatjon~:; (If this legislation."

I am astonished that a cable company would blame a new round
of rate increases on legislation that was des i.gnarl to keep rates
down and on regulations that have not p.Vfm heen writt:en.
However, press reports indicate.that many other cable operatorE;
are attempting to inflict rata ; n~reases 'In thei c subscribeJ:s
before the FCC's rate regulations go into (,'fect. I urge you to
give special scrutiny to rate increases j mp{)~:"H:~d by cable
operators a.ft.e.r passa.ge of the 1!)!12 Cabl~ Act. I beli~vR t.he
Commission should strongly consider nulU I yi ng post-enactment
rate increases by using its authority to llr·(~vent evasions of the
Act.

F.i na lly. I wish to note my concern n>qarding the tone and
direction of the Commission's Notice of 1'r'oposed Rule Maki ng on
the program access provisions of the Act. I am concerned that
r.:he Commission ~ s rul~c in this arCOla may (,I j I t.() bring about the
objective of spurring price and service c()ffipetit.ion in the cable
industry. Congress sought to establish ilJl oxpedited procedure
within the FCC which would entlbl.~ competi fl9 n·.ultichannel vidQO
proqram distributors to prevent cable openj,t;ors from thwarting
competition by leveraging their control l)V(~ rO popu lar program
channels. The Commission must be caref'11 to avoid Adopting rul~::;

which will be too burdensome for cable's (:nmpetl tors, and too
tolerant of the kind of exclnF;;vA dealing ar.rangements which have
hurt consumers by inhibiting the developmrHlI. of competition in
cable.

Let me close by commending you for tlH~ C:omrni. ssion' s thorough
and expeditious effort to implement the lYQ2 Cahle Act. I
appreCiate your attention to the conce~n~ wllich J have raibed.

Very sincerely yours,

Howard M. Metzenba
Chairman,
Subcommittee on Antitrust,
Monopolies and Business Rights


